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Mr. Chairman and members of the Subcommittee: 

We are pleased to have the opportunity to assist your 

Subcommittee in carrying out its oversight of private foundation 

operatic-3 and activities. In 1969, the Congress enacted a 

series of rules aimed at ensuring that only those private 

foundations operating for the public benefit enjoy favorable tax 

treatment. Today, your Subcommittee wants to know how well 

those rules are working. 

Towards this end, the primary purpose of my testimony is to 

draw a statistical profile of the private foundation community 

in terms of certain economic characteristics which illustrate 

how foundations are operating under those rules. And, I also 

want to share with the Subcommittee some of our observations 

regarding foundation practices in reporting statistical and 

other information needed for congressional, public, and IRS 

oversight. 

Specifically, as requested by the Subcommittee, we analyzed 

foundation return information to determine: 

--the financial well-being of private foundations, as indi- 

cated by the rate of growth in their financial resources 

over the years, their major sources of revenues, the 

extent of their business holdings, and rate of return on 

their investments and business operations; and 



--the degree to which private foundations use their 

financial resources for charitable purposes, as 

evidenced by 

relationship 

purposes and 

earnings. 

the type of expenses they incur and the 

between their expenditures for charitable 

their total expenses, as well as their 

To develop information on the foundations' financial 

resources and charity-related expenditures, we analyzed an 

available IRS computer data base containing a sample of returns 

2 



filed by private foundations for tax year .1979.1/ To supple- 

ment the data on foundation business holdings, we also analyzed 

microfiche records of the most recent returns available as of 

December 1982--primarily tax year 1981 returns--for private 

foundations reporting assets of $1 million or more. While our 

work involved extensive analysis of return information, I would 

l/This data base was the most recent and complete source of we computerized data on private foundations available to us for 
analysis within the timeframes for this hearing. The data 
base was developed by IRS' Statistics of Income Division based 
on a sample of private foundation returns processed by IRS 
during 1980. The sample was stratified based on size of total 
foundation assets and selected at rates that ranged from 7 
percent of foundations with assets of less than $25,000 to 100 
percent of foundations with assets of $10 million or over. 
There were 9,438 returns in the sample drawn from an estimated 
population of 29,845 private foundations. While we did not 
review IRS' methodology in detail, we did look briefly at the 
procedures IRS followed to sample, process, and analyze the 
data and found them to be generally sound. We also performed 
limited checks on the data to assess its reliability. It 
should be recognized, however, that any data analysis effort 
which is based on a sample is subject to a certain amount of 
sampling error. The size of this error generally depends on 
the size of the sample and how much the data varies for any 
given element. Our limited analysis shows that even though 
IRS' sample sizes are relatively large, the data varies con- 
siderably. Therefore, the figures presented should not be 
considered precise, but rather as indicators of the founda- 
tions' financial positions. On the other hand, because the 
sample size increased as book value of assets increased, 
greater reliability can be placed on the data for the larger 
foundations. 

3 

‘.f,. 
.::, _... :: 

.” 



like to emphasize that, as agreed with the Subcommittee, we did 

not examine the books and records of foundations or discuss our 

analyses with foundation managers or their representatives. 

Given the importance of accurate and complete information 

to the oversight of foundation operations and the grant-seeking 

process, I would also like, as part of my testimony, to address 

the reporting practices of private foundations. We recently 

completed a review of IRS' administration of foundation 

reporting requirements imposed under the Internal Revenue Code; 

and our report will be issued shortly. As I will discuss in 

more detail later, we concluded from our review that IRS needs 

to do more to assure that private foundations fully comply with 

all information reporting requirements. IRS has agreed with our 

recommendations and has begun to implement them. This should 

help to assure that more complete information is available for 

both oversight and grant-seeking purposes. 

OVERALL PROFILE OF PRIVATE FOUNDATION 
FINANCIAL RESOURCES AND EXPENDITURES 

Private foundations are unique charitable tax-exempt 

organizations. Unlike other types of exempt organizations, they 

are frequently founded, financially supported, and operationally 

controlled by an individual, family, or other closely controlled 

entity. Like other types of charitable tax-exempt organiza- 

tions, however, they are required to permanently dedicate their 



assets to public purposes, as opposed to serving the private 

financial interests of the controlling parties. 

In general , private foundations serve public purposes in 

two ways. First, some make grants to other tax-exempt chari- 

table organizations, such as schools, hospitals, and community 

organizations, so that these organizations can provide needed 

public services. Second, some directly carry out charitable ac- 

tivities, such as operating museums, performing research, or as- 

sisting in community development. With reductions in federal 

spending, such as Federal aid to education, health and social 

welfare, many people are looking to private foundations to help 

fill 

over 

the funding gap. 

The close control 

foundation assets 

private individuals frequently maintain 

and operations has, over the years, 

given rise to congressional and public concern over how well 

foundations are living up to their mandate of serving public 

interests. Because of this concern, the Congress, as part of 

the Tax Reform Act of 1969, enacted a series of rules governing 

the activities and operations of private foundations. For ex- 

ample, the Internal Revenue Code contains minimum payout pro- 

visions that foundations must comply with in determining how 

5 



much to spend on charitable activities. Similarly, the Code im- 

poses requirements governing foundation business and investment 

practices, such as restrictions on self-dealing, business hold- 

ings, and jeopardy investments. Within these rules, foundations 

must decide how much of their revenues should be spent to carry 

out the charitable purposes of the organization and how much 

should be retained and invested to sustain the organization so 

that it may continue to provide charitable services in the 

future years. 

In this regard, our analysis of available data indicates 

that the number of private foundations have increased from 

14,865 in 1962 to 31,866 in 1981--a 114 percent growth. Their 

assets at market value have increased, over the same period, 

from about $16.3 billion to about $51 billion--a 213 percent 

increase. Their total annual receipts also increased from about 

$1.9 billion to about $9.1 billion-- a 379 percent increase. 

Concurrently, their total annual expenses increased from about 

$2.7 billion in 1974, the earliest year for which data was 

available, to about $4.8 billion in 1987--a 78 percent 

increase. Likewise, those expenses related to exempt purposes 

increased from about $1 billion in 1962 to about $3.2 billion in 

1979, the most recent year for which data was available--a 220 

percent increase. 

6 
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Notwithstanding these increases, the 'data also indicates 

that foundations, on a percentage basis, are spending less of 

each year's receipts. For example, in 1974 foundations spent 

about 97 percent of their total receipts, as compared to about 

53 percent in 1981. Similarly, the percentage of total receipts 

spent for exempt purposes has also decreased--from about 86 

percent in 1974 to about 54 percent in 1979. 

While the data indicates that foundations are retaining 

more of their receipts each year, this does not necessarily mean 

that the foundation community is not complying with the minimum 

payout provisions of the Internal Revenue Code. From 1969 

through 1981, the minimum payout provisions were keyed to 

adjusted net income which, as defined by the Code, excluded both 

donations received and long term capital gains realized. AS I 

will discuss later, our analysis of 1979 return information 

shows that, in the aggregate, the receipts retained by private 
/ foundations roughly approximated the amount of donations they 

received. 

I would now like to discuss the statistical analyses we did 

to profile the financial well being of private foundations and 

then discuss the degree to which private foundations use their 

I financial resources for charitable purposes. 

I 7 



THE FINANCIAL WELL BEING AND 
RESOURCES OF FOUNDATIONS 

To carry out their charitable activities, private 

foundations need to have a sound financial resource base. These 

resources have traditionally come from donations received by the 

foundations, as well as earnings on investments. 

As I previously discussed, the market value of foundation 

assets, expressed in actual dollars, increased substantially 

over the period 1962 through 1981. When expressed in constant 

dollars, however, the percentage of growth is not as substan- 

tial. In fact, over the last few years, asset values declined 

slightly. Even so, our analysis of available data showed that 

private foundations have earned and/or received sizable revenues 

and have in recent years retained an increasing part of these 

revenues. 

Investments make up a large and important part of private 

foundations' financial resources. In fact, our analysis showed 

that foundations have extensive holdings in the stock of for- 

profit businesses. Given this, the depressed stock market con- 

ditions that existed until recently mayahelp explain the de- 

clining trend in the real value of foundations' assets over the 

last few years. 

Earnings on assets, particularly as measured by adjusted 

net income, are also important to the financial well being of 

8 



foundations and their ability to continually fund charitable 

activities. In this regard, our analysis of return data for 

1979 showed that foundation adjusted net income, expressed as a 

percentage of foundation assets, was generally below 1979 infla- 

tion rates, which ranged between 8 and 13 percent depending on 

the measure used. This situation may help explain why private 

foundation disbursements for charitable purposes--expressed in 

constant dollars--did not increase significantly over 1974 

levels. We also noted that, in general, foundations which had a 

more balanced mix of investments in corporate stocks and bonds 

and in cash investments and U.S. Government obligations had 

higher rates of return than foundations which had more concen- 

trated corporate investments or other investments. Also, larger 

foundations generally earned a slightly higher rate of return 

than smaller foundations. 

Extent of private foundation asset qrowth 

It is difficult to determine long-term trends in private 

foundation growth for two reasons. First, data relating to 

private foundations has not been consistently or continuously 

kept over the years. Second, changes in the tax exemption laws 

make comparisons imprecise. Within these limitations, however, 

IRS' Statistics of Income Division published three studies on 

private foundations which covered selected years between 1962 

and 1979. Attachment I to my statement contains selected data 

from these studies, as well as other data which we developed for 

I 
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1980 and 1981 based on information available from IRS' master 

file. 

As shown in attachment I and as previously discussed, 

private foundation financial growth appears subdcantial when 

measured in actual dollars. However, an examination of the 

financial data in terms of constant dollars shows a less 

dramatic picture. To obtain estimates in terms of constant 

dollars, we applied the Gross National Product Implicit Price 

Deflator to the current dollar data. Based on these estimates, 

foundation assets, at fair market value, increased from about 

$23 billion to $26.1 billion over the 19-year period--a 13 

percent increase. Over the last two years, however, these as- 

sets have shown about a 5 percent decline. Similarly, for the 

period 1962 to 1979, foundation disbursements for exempt pur- 

poses, in constant dollars, increased from about $1.4 billion to 

about $2.0 billion-- a 43 percent increase. However, since 1974, 

these disbursements also showed a 5 percent decline. On an 

annualized basis this represents about a .7 percent compounded 

growth rate for assets over the 19-year period and about a 1.9 

percent compounded growth rate for charitable disbursements over 

the 17-year period. 

10 



The limited financial growth of private foundation assets 

since 1962, as measured in constant dollars, may in part be at- 

tributable to inflation and to the charitable purpose distribu- 

tion provisions of the 1969 Tax Reform Act. Those provisions 

required most foundations, during the period 1969 through 1981 

to make certain qualifying distributions for charitable purposes 

in an amount essentially equalling all earnings on their as- 

sets. Thus, foundations could not invest part of their adjusted 

net income to counteract the detrimental effects of inflation. 

However, recent legislation which changed this requirement 

should improve the financial growth pattern of private 

foundations. 2/ In general, most foundations are now required to 

make charitable distributions in an amount equal to 5 percent of 

their investment assets. 

2/The Tax Reform Act of 1969 generally required foundations to 
make certain charitable or other exempt purpose distributions 
in an amount at least equal to the greater of their adjusted 
net income or a specified percentage--subsequently fixed at 5 
percent-- of the value of their investment assets, less 
certain taxes and adjustments. The Economic Recovery Tax Act 
of 1981 repealed the adjusted net income requirement on the 
basis that the rate of return that assets generally earn 
represents a real income portion and a portion to compensate 
for the effects of inflation. As a result, the effect of 
requiring foundations to pay out all adjusted net income in 
qualifying distributions was to gradually reduce the real 
value of private foundation investment assets. 

11 



Another reason for the decline in the real value of founda- 

tion assets lies with the nature of those assets. Foundations 

have extensive holdings in corporate stocks. In fact, our re- 

view of the most recent foundation returns shows that some 

foundations have most of their assets invested in a single com- 

pany* Until recently, of course, stock market prices have been 

depressed and this has been reflected in the fair market value 

of foundation assets. With the current advancement of stock 

prices, the fair market value of their assets should increase. 

Foundation revenues have exceeded expenses 

Even though foundations have shown limited growth in terms 

of constant dollars over the years, our analysis showed that 

they have earned and/or received substantial revenues and have 

retained more and more of them. For example, in 1974 private 

foundation revenues exceeded total expenses by $75 million. 

This surplus amounted to about 3 percent of total revenues. In 

comparison, the surplus in 1979 amounted to about $2.5 billion 

or about 41 percent of foundation revenues and in 1981 grew to 

$4.3 billion or about 47 percent of foundation revenues. 

To determine the sources of foundations' revenues, as well 

as the number of foundations whose revenues exceed expenses and 

the primary source of those revenues, we compiled a summary 

12 



income statement using financial data available from IRS' sample 

of private foundation returns for tax year 1979. 

As shown in attachment II, in tax year 1979 foundations 

reported revenues totaling about $6 billion. The largest source 

of these revenues--passive income, such as dividends, interest, 

rents, and royalties --accounted for about $2.6 billion. The 

second largest source--donations-- accounted for about $2.3 

billion. The third largest source of revenues--the net gain 

from asset sales --accounted for about $.8 billion of $1.1 

billion in other income. In addition, foundations reported $50 

million in income from unrelated business activities. 

The attachment also shows that foundations reported spend- 

ing about $3.5 billion, or about 58 percent, of their $6 billion 

in total revenues. About 55 percent of all foundations reported 

revenues exceeding expenses, 6 percent reported revenues equal- 

ing expenses, and about 39 percent reported deficits. 

In general, our analysis showed that larger foundations 

were more likely to have revenues exceeding expenses than smal- 

ler foundations. In the aggregate, the excess of foundation re- 

venues over expenses, at least in 1979, roughly approximated the 

amount of donations received by private foundations. However, 

13 



for the largest foundations analyzed--those with assets exceed- 

ing $10 million-- the excess of revenues over expenses exceeded 

donations received while smaller foundations actually used some 

of the donations to funa their activities. In fact, when com- 

paring the revenues and expenses of various size foundations, we 

noted that foundations' reliance on donations to fund their ac- 

tivities increased as the size of the foundation decreased. 

Foundation investments 

Foundations hold a vast amount of financial resources to 

support their charitable activities. The use to which these re- 

sources are put has long been a concern of various congressional 

committees. This concern led to the enactment of section 4943 

of the Internal Revenue Code which limits the extent to which 

foundations can own for-profit businesses.?/ Currently, 

several bills are pending before the Congress to amend this 

provision. 

4/Generally, under section 4943, a foundation and all dis- 
qualified persons, such as the foundations' officers, di- 
rectors, substantial contributors, and certain of their 
relatives, may not own together more than a 20 percent inter- 
est in a business. This section also provides a series of 
transitional rules for foundations which held stock on May 26, 
1969. These transitional rules prescribe time periods for 
foundations to divest their excess holdings based on the 
extent of their holdings in 1969. One such divestiture period 
ends on May 26, 1984. 

14 



TO assist this Subcommittee in reviewing the investment 

practices of private foundations and evaluating how foundations 

have operated under section 4943, we developed detailed informa- 

tion on foundation investments from two sources. 

First, our analysis of IRS' data base of a sample of 1979 

foundation returns showed that foundations hold substantial in- 

vestments in stock of for-profit businesses. As shown in 

attachment III, about one-half of all foundations in 1979 re- 

ported holding corporate stock amounting to about $15.7 billion 

at book value. The larger foundations were more likely to hold 

corporate stocks. For example, 88 percent of foundations with 

assets exceeding $10 million at book value held corporate stocks 

amounting to about 50 percent of their total assets. In com- 

parison, about 50 percent of the foundations with assets ranging 

from $25,000 to $100,000 held corporate stocks amounting to 

about 31 percent of their assets. 

Second, to obtain further information on foundation stock 

holdings, we reviewed microfiche copies of the most recent 

foundation returns available as of December 1982--primarily tax 

year 1981 --which reported assets in excess of $1 million. Of 

the 3,851 returns reviewed, 365, or 9 percent, reported owning 2 

percent or more interest in a for-profit business. We used the 

15 



2 percent figure because of the de minimis rule on excess busi- 

ness holdings, as specified by section 4943 of the Code.5/ 

Although IRS does not require foundations to report any further 

information on the nature or extent of these holdings, they are 

required to report the identity, market, and book values of all 

stock held. Attachment IV is a listing of these 365 founda- 

tions, their two largest stock holdings, and the extent to which 

these holdings account for the total fair market value of the 

foundation's assets. 

As shown by attachment V, the largest stock holding of 

these 365 foundations, in the aggregate, amounted to about $8.3 

billion or about 43 percent of their total assets. To place 

this in better perspective, the $8.3 billion represented about 

16 percent of the $51 billion in total assets--at fair market 

value --held by the 31,866 private foundations recorded on IRS' 

master file for tax year 1981. 

Also, as shown by this attachment, many of the 365 founda- 

tions had a substantial portion of their total assets in the 

stock of a single business. For example, 

5/In general, the excess business holdings provisions of 
section 4943 only apply if a foundation owns at least 2 
percent of the voting stock and at least 2 percent of the 
value of all outstanding shares of all classes of stock, 
regardless of the ownership by disqualified persons. 

16 



--116 foundations held corporate stock of a single busi- 

ness amounting to 50 percent or more of the fair market 

value of each foundation's total assets. This stock, in 

the aggregate, was valued at about $7 billion. 

-027 foundations held corporate stock of a single busi- 

ness amounting to 95 percent or more of the fair market 

value of each foundation's total assets. In the aggre- 

gate I this stock was valued at $1.5 billion. 

Furthermore, 14 foundations each had a largest holding worth 

$100 million or more. In the aggregate, this totaled $4.5 

billion or 23 percent of the 365 foundations' total assets. 

While many foundations have a substantial portion of their 

assets in a single stock holding, this does not necessarily mean 

that these foundations will have excess business holdings as de- 

fined by section 4943 of the Code. To determine if a foundation 

has business holdings which may, in the future, constitute an 

excess holding, other information is needed. This includes, 

--percentage interest of the business owned by the 

foundation, 

--percentage interest of the business owned by all 

disqualified persons, 

--classes of stock held by the foundation and 

disqualified persons, and 

--dates the interests were acquired. 

17 



Since private foundations are not required to report this infor- 

mation on their returns, we were unable to determine whether any 

of the foundations' largest holdings may, in the future, be an 

-xcess business holding. 

Foundation earnings 

In order to continually fund charitable activities beyond 

the level of donations they may receive, private foundations 

must invest some financial resources to earn a reasonable rate 

of return. One measure of a private foundation's financial 

ability to make charitable distributions is adjusted net in- 

come. Generally speaking, adjusted net income, as defined by 

section 4942(f) of the Internal Revenue Code, is the amount by 

which a private foundation's revenue exceeds the expense of 

earning that revenue.G/ During 1979, the Code essentially 

6/In general, on the revenue side, 
- all amounts derived from, 

adjusted net income includes 
or connected with, property held by 

the foundation, such as income attributable to amounts set 
aside, income from all exempt functions, and income from any 
unrelated trade or business activity. Deductible expenses are 
those foundation operating expenses which are paid or incurred 
to produce or collect those revenues. However, expenses 
associated with property used for exempt purposes which exceed 
the revenues derived from that property are not allowed as a 
deduction. Rather, the expenses would be accounted for as a 
disbursement for charitable purposes. Also, by definition, 
adjusted net income does not include long-term capital gains 
or losses nor gifts, grants, or contributions received by the 
foundation. 



required most foundations to make certain charitable distribu- 

tions in an amount at least equal to their adjusted net income. 

To measure the return foundations earned on their assets, 

we analyzed their adjusted net income first as a percentage of 

the fair market value of their total assets and, second, as a 

percentage of the book value of their total assets excluding 

those assets identified on the balance sheet sections of their 

returns as being held for directly carrying out charitable 

purposes. We did this analysis using the information available 

from IRS' sample of foundation returns for tax year 1979. 

As shown in attachments VI and VII, 45 percent of all foun- 

dations earned adjusted net income at a 5 to 8 percent rate when 

measured against either fair market value of total assets or 

book value of assets, excluding those being held for directly 

carrying out charitable purposes. Also, using the same 

measures, about 20 percent earned adjusted net income at a 0 to 

1 percent rate. While the frequency of this 0 to 1 percent 

return rate was substantially influenced by the earnings of 

small foundations, some large foundations also had a similar 

return rate. For example, about 4 percent of the 2,930 private 

foundations with $1 million to $10 million book value of assets 

and about 6 percent of the 483 foundations with assets valued at 
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$10 million or more earned adjusted net income at a rate of 1 

percent,or less. 

During 1979 most foundations' earnings rates, as calculated 

from return information, were below inflation rates.9 Since, 

as I previously discussed, foundation asset values have not 

appreciated significantly in terms of constant dollars, earnings 

rates lower than inflation would lessen the ability of private 

foundations to make progressively larger charitable purpose dis- 

tributions, at least in terms of constant dollars. Considering 

earnings from this perspective helps to explain why foundations' 

disbursements for charitable purposes--as measured in constant 

dollars --has shown a 5 percent decline from 1974 levels, as 

shown in attachment I. 

Factors affecting foundation earnings 

Given the range of private foundation earnings rates that I 

just discussed, and the importance of those earnings rates to 

the support of charitable activities, we wanted to determine if 

differences in the types of assets held by private foundations 

affected the rate of return earned. Accordingly, using IRS' 

7/The inflation rate for 1979 as measured by the Consumer Price 
Index, Producer Price Index, and GNP deflator (fourth quarter 
1979 over fourth quarter 1978) was 12.9 percent, 12.7 per- 
cent, and 8.0 percent, respectively. 

20 



sample of 1979 returns we compared the types of assets held by 

foundations --excluding assets reported as being held to directly 

carry out charitable activities-- with the rates of return earned 

by foundations with those assets. In addition, since larger 

foundations would be more likely to employ professional invest- 

ment advisors, we also considered foundation size in performing 

our analysis. 

To summarize the results of our analysis, I would first 

like to discuss how foundation size relates to earnings return. 

Attachment VI, which summarizes the rates of return earned by 

various size foundations, shows somewhat of a mixed picture, 

with larger foundations generally earning a slightly higher rate 

of return than smaller foundations. For example, 22 percent of 

the foundations with assets of $10 million or more earned a 

higher rate of return than the 5 to 8 percent return earned by 

most foundations. In comparison, 19 percent of the foundations 

with assets of from $25,000 to $100,000 earned more than the 5 

to 8 percent rate of return. Further, in comparing these same 

two size categories of foundations, only 13 percent of the 

larger foundations earned less than the 5 to 8 percent rate 

while 28 percent of the smaller foundations earned less. 

Likewise, within the 5 to 8 percent range, 40 percent of the 

21 



larger foundations earned a 7 to 8 percent return while only 28 

percent of the smaller foundations earned a 7 to 8 percent 

return. 

Similarly, the types of assets held also affected the rate 

of return. In general, as shown by attachment VIII, foundations 

with a more balanced mix of cash investments and U.S. Government 

obligations, and corporate stocks and bonds earned a better re- 

turn than foundations with greater proportional holdings of cor- 

porate stocks and bonds and lesser proportional holdings of cash 

investments and U.S. Government obligations. Further, those 

with the greatest proportional holdings of "other" investments 

or assets (the IRS data base does not further identify these) 

generally earned the lowest rate of return. 

For example, we compared the kinds of assets held by foun- 

dations earning 5 to 8 percent (the rate of return earned by 

most foundations) with foundations earning a 19 percent return 

or more (the highest return rate analyzed) and with those earn- 

ing a 0 percent return (the lowest return rate analyzed). As 

shown by the attachment 

--Foundations earning 19 percent or more had proportion- 

ately more cash and U.S. Government obligation invest- 

ments than the 5 to 8 percent earners or the 0 percent 
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earners-026 percent versus 17 percent and 9 percent, 

respectively. 

--boundations earning 19 percent or more had proportion- 

ately fewer assets in the category "other" investments or 

"other" assets than the 5 to 8 percent earners or 0 per- 

cent earners --8 percent versus 9 percent and 19 percent, 

respectively. 

--Foundations earning 19 percent or more had proportion- 

ately fewer corporate stocks and bonds than the 5 to 8 

percent earners; but so did the 0 percent earners--58 

percent versus 71 percent and 62 percent, respectively. 

Also, as shown in attachments IX through XIII to my prepared 

statement, these observations generally hold true for the var- 

ious size foundations included in our analysis. 

Our observations, however, must be qualified. The data 

base we analyzed did not contain data on (1) the rate of return 

on investments over several years, (2) the degree foundations' 

investment strategy complemented their charitable goals, or (3) 

the degree of risk assumed by foundations to earn the rate of 

return. Further, our analysis did not account for foundation 

earnings from long term capital gains because that source of in- 

come is excluded by law from the definition of adjusted net 

23 

,‘,, 



income. In addition, foundations could earn a very high rate of 

return without, for example, having a balanced mix of assets. A 

foundation could invest essentially all of its resources in cor- 

porate stcf-:k.s paying high dividends in relationship to the ac- 

quisition price and have essentially no investments in interest 

bearing cash deposits or U.S. Government obligations. Moreover, 

the rate of return can be substantially affected by changes in 

market conditions which can occur frequently. Thus, to reach a 

final judgment as to the merits of an individual foundation's 

investment strategy requires information not available on foun- 

dation returns. 

CHARITABLE AND OTHER 
EXPENDITURES OF FOUNDATIONS 

Foundation investment and earnings practices are only one 

side of a foundation's economic profile. The other side in- 

volves how foundations spend their financial resources. I would 

now like to discuss the statistical analyses we did to profile 

the financial expenditures of private foundations, particularly 

as they relate to charitable endeavors. 

Foundations are recognized as exempt from Federal income 

tax because of their charitable purposes. To determine the 

degree to which private foundations direct their resources to 

serve charitable purposes, we analyzed IRS' sample of foundation 

returns filed for tax year 1979 to ascertain the type of ex- 

penses foundations incurred and the proportion of these expenses 

that were for charitable purposes. We then analyzed the 
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relationship of charitable expenses to adjusted net income to 

determine the degree to which foundations applied their income 

to support charitable purposes. 

In general, our analysf- showed that of the $3.5 billion of 

total expenses incurred by foundations, about $3.2 billion or 

about 91 percent were reported as disbursements for charitable 

purposes. The $3.2 billion of charitable purpose disbursements 

included $2.8 billion in contributions made to others and $.4 

billion of expenses associated with making the contributions or 

delivering other charitable services. To better put these ex- 

empt purpose disbursements in perspective with the available 

foundation financial resources, which I have previously dis- 

cussed, the $3.2 billion represents about 7 percent of total 

foundation assets at fair market value, about 54 percent of 

total foundation revenues and about 123 percent of foundation 

adjusted net income. 

Although, on an overall basis, about 91 percent of total 

foundation expenses were reported as disbursements for chari- 

table purposes, only about two-thirds of all foundations re- 

ported charitable purpose disbursements at about that level or 

greater. Furthermore, some reported disbursing very little for 

charitable purposes in comparison with their total expenses. 

Similarly, about 72 percent of all foundations reported chari- 

table purpose disbursements equalling at least 90 percent of 

their adjusted net income and some reported disbursing little 
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even though their adjusted net income was quite large. The 

following sections of my testimony provide the details of our 

analysis and also explain how a foundation on the one hand can 

report little in the way of charitable expenses yet on the other 

hand be applying essentially all of its resources to charitable 

purposes. 

Extent of foundation charitable expenses 

To profile the degree to which private foundations direct 

their resources to serve charitable purposes, we analyzed their 

expenses to determine the type incurred and the extent to which 

these expenses were reported as disbursements for charitable 

purposes. We also performed similar analyses for a broader mea- 

sure of foundation charitable activities--qualifying distribu- 

tions. 

Private foundations, as shown at attachment XIV, incurred 

expenses totaling about $3.5 billion during tax year 1979. Of 

this total, foundations reported disbursing about $3.2 billion 

(91 percent) for charitable purposes. Charitable disbursements 

are defined by IRS to include gifts, grants, and contributions 

made to public charities and all necessary and reasonable admin- 

istrative expenses paid by the foundation for religious, chari- 

table, scientific, literary, educational, or other public 
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purposes. In general, the remaining $.3 billion was spent to 

produce income-- including revenues earned while delivering 

charitable services --or to conduct other activities to sustain 

the foundation.!/ 

We analyzed the $3.5 billion of total expenses to identify 

the types of expenses incurred and the extent to which those 

expenses were reported as part of the $3.2 billion in exempt 

purpose disbursements or the $.3 billion in expenses for other 

operations. In summary, as shown by the attachment 

--About $2.8 billion (about 79 percent of total expenses) 

was given as contributions to others to carry out 

charitable purposes. About 81 percent of all foundations 

reported making these charitable purpose contributions. 

pm--- 

8/The data base analyzed contained detailed information on 
-categories of total foundation expenses and the portion of 

these expenses allocated by the foundations as disbursements 
for charitable purposes. IRS requires foundations to report 
disbursements for charitable purposes on a cash basis and to 
report total expense data as recorded in the foundations' 
books and records. However, IRS does not require disclosure 
of accounting principles used for reporting total expenses or 
the basis for allocations to disbursements for charitable 
purposes. Furthermore, foundations incurring expenses 
while engaging in charitable activities which produce reve- 
nues are instructed to report these expenses as charitable 
purpose disbursements only to the extent the expenses exceed 
the revenues earned. 
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--About $269 million (about 8 percent of total expenses) 

was spent compensating officers, directors, and other 

employees, of which about $72 million (about 2 percent of 

total expenses) was attributable to officers and direc- 

tors compensation. Overall, about $220 million, or about 

82 percent of all compensation was reported as disbursed 

for charitable purposes. However, only about 9 percent 

of all foundations reported compensating their employees 

and only 19 percent reported compensating'their officers 

and directors. 

--About $89 million (about 3 percent of total expenses) 

was spent paying taxes, of which about $13.7 million or 

about 15 percent was reported as disbursed for charitable 

purposes. These amounts were probably paid to state and 

local governments, although the returns did not specify 

the nature of these payments. About 72 percent of all 

foundations reported paying taxes, and 18 percent 

reported some of these taxes as charitable disbursements. 

--About $81 million (about 2 percent of total expenses) was 

spent on outside professional services, such as account- 

ing, legal, and investment services, of which about $30 
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million or about 37 percent was reported as disbursed for 

charitable purposes. About 47 percent of all foundations 

reported paying for outside professional services and 28 

percent reported some of these services as charitable 

disbursements. 

--About $235 million (about 7 percent of total expenses) 

was spent on "other" expenses of which about $181 million 

or about 77 percent was reported as disbursed for 

charitable purposes. About 77 percent of all foundations 

reported "other" expenses and about 49 percent reported 

some of these "other" expenses as charitable 

disbursements. Further details on these expenses were 

.not available from the data base analyzed. 

In addition, some foundations reported relatively small amounts 

of interest, depreciation, and rental expenses. 

Although in the aggregate about 91 percent of total founda- 

tion expenses was reported as being for charitable disburse- 

ments, not all foundations reported making charitable disburse- 

ments at this level. As shown in attachment XV, only about 73 

percent of the foundations which reported some expenses reported 

disbursements for charitable purposes amounting to 90 percent 
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or more of total expenses. Furthermore, some foundations' char- 

itable disbursements seemed small in relation to their total ex- 

penses. For example, of the 3,426 foundations which incurred 

expenses totaling $100,000 to $l,OOO,OOO, about 55 reported 

making no charitable purpose disbursements and another 47 repor- 

ted only making charitable purpose disbursements amounting to 1 

to 39 percent of total expenses. Also, a few of the larger 

foundations reported making small charitable purpose disburse- 

ments in relation to their total expenses. 

The results are similar when using a more encompassing mea- 

sure of charitable purpose expenditures--distributions qualify- 

ing as charitable expenditures under the Internal Revenue Code's 

minimum payout provision; In general, such qualifying distribu- 

tions as defined in Section 4942(g) of the Internal Revenue Code 

include the charitable purpose disbursements I previously de- 

scribed, plus amounts paid for program related investments, 

amounts paid to acquire assets used directly to carry out 

charitable purposes, and amounts set aside for specific 

charitable purpose projects. These latter amounts would 

generally not be fully recognized by the foundation as expenses 

during the year. As shown in attachment XVI, only about 74 

percent of the foundations which reported some expenses reported 
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making qualifying distributions equalling or exceeding 90 

percent of total foundation expenses. However, we estimate that 

of the 3,426 foundations reporting expenses totaling $100,000 to 

$1 million, about 48 made no qualifyin; distributions and 

another 46 made qualifying distributions of only 1 to 39 percent 

of total expenses. Also, there were some larger foundations in 

the two categories just discussed. 

It should be noted, however, that some foundations might 

have been applying more of their expenses to charitable purposes 

than was reported as exempt purpose disbursements or qualifying 

distributions. To the extent that a foundation's charitable 

activities produce revenues, such as charging for services 

provided to the public or operating a museum which charges 

admission, the foundation is required by IRS to report the 

associated expenses-- up to the level of revenue earned--as an 

expense for computing adjusted net income. Foundations are 

instructed not to classify those expenses as disbursements for 

exempt purposes. Accordingly, the IRS data base we used does 

not permit an analysis of this type of situation, nor does any 

other historical data maintained by IRS. 
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Foundation charitable expenses in 
relationship to earnings 

We alSO examined the relationship between foundations' 

charitable purpose expenditures and earnings. Again, we used 

two measures of charitable purpose activities--qualifying dis- 

tributions and disbursements for charitable purposes. We then 

expressed them as percentages of adjusted net income--a measure 

of earnings that the Congress had defined as the amount avail- 

able for funding charitable purpose activities. 

As in the case of our analysis of the percentage of founda- 

tion expenses used for charitable purposes, we found that the 

majority of foundations reported disbursing or distributing 90 

percent or more of their adjusted net income for charitable pur- 

poses. As shown in attachments XVII and XVIII, of the founda- 

tions reporting some adjusted net income, 

--about 59 percent reported making disbursements for 

charitable purposes equal to or exceeding their adjusted 

net income, 

--about 60 percent reported making qualifying distributions 

equal to or exceeding their adjusted net income, and 

--about 12 percent reported such disbursements or 

distributions as amounting to 90 to 99 percent of their 

adjusted net income during the tax year. 

A few foundations disbursed or distributed little in rela- 

tionship to their adjusted net income. For example, of the 

2,691 foundations which earned adjusted net income of at least 

$100,000, 
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--About 49 foundations, or almost 2 percent, made 

charitable purpose disbursements of less than 10 

percent of adjusted net income and another 54, or 

about 2 percent, made such disbursements equalling 

10 to 30 percent of adjusted net income. 

--About 40, or about 1 percent, made qualifying distribu- 

tions of less than 10 percent of adjusted net income and 

another 46, or about 1 percent, made such distributions 

equalling 10 to 30 percent of adjusted net income. 

It should be noted that these are one year disbursement and 

distribution statistics, and may not be indicative of the multi- 

year spending patterns of the foundations. For tax year 1979, 

the Internal Revenue Code required most foundations to make 

qualifying distributions in an amount at least equal to their 

adjusted net income less certain taxes and adjustments. 

However, the Code also authorized foundations to apply any 

excess qualifying distributions from the 5 preceding years to 

their qualifying distribution requirement. In addition, the 

Code authorized foundations to make the required qualifying 

distributions during the year following the year of the earn- 

ings. The data base we analyzed did not contain sufficient in- 

formation to allow us to determine how these multi-year con- 

siderations affected private foundation expenditure patterns. 

Accordingly, our analysis was limited to the foundations' tax 

year disbursements for charitable purposes and qualifying dis- 

tributions. 
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PUBLIC INFORMATION REPORTING 
BY TAX-EXEMPT PRIVATE FOUNDATIONS 
NEEDS MORE ATTENTION BY IRS 

As we have discussed today, foundations hold vast resources 

dedicated to public purposes and provide considerable contribu- 

tions to support charitable organizations. Accordingly, the In- 

ternal Revenue Code requires private foundations to make exten- 

sive public disclosures on their returns filed with IRS. Such 

information is useful to grant seekers for identifying those 

foundations most likely to fund their proposals and to IRS, the 

Congress, and the public for monitoring foundation activities. 

This Subcommittee's inquiry is a good example of the uses of and 

need for such information. 

with reductions in Federal spending, such as federal aid to 

education, health, and social welfare, many people will look to 

tax-exempt private foundations to help fill the gap; and the 

need for complete and accurate public reporting by foundations 

will become even more important. In view of this, we recently 

evaluated for the Chairman of the House Government Operations 

Subcommittee on Commerce, Consumer, and Monetary Affairs, how 

well IRS assures that private foundations comply with the re- 

porting requirements of the Internal Revenue Code. On May 11, 

1983, we testified before that Subcommittee on our findings, 

conclusions, and recommendations. We expect to issue our final 

report shortly. 

In summary, we found that private foundations generally 

comply well with those reporting requirements which IRS through 
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its actions has identified as being necessary for tax computa- 

tion and enforcement purposes. Most foundations, however, did 

not comply as well with other statutorily required information 

that is useful to the public--information on grants, invest- 

ments, and foundation management. This is because IRS has 

devoted less attention to enforcing those requirements. 

Specifically, our analyses of foundation returns filed at 

three service centers showed that 

--About 79 percent of the foundations' returns did not 

report complete information on grants paid during the 

year. Most significantly, about 59 percent did not 

report complete grant purpose descriptions and about 72 

percent did not report grant recipient addresses. 

--About 31 percent of the foundations' returns did not 

report complete information on asset holdings. Most 

significantly, about 28 percent did not adequately 

describe all securities and other assets. 

--About 41 percent of the foundations' returns did not 

report complete information on those responsible for 

managing the foundation. Most significantly, 32 percent 

reported no information. 

To assure that the Congress' and the public's information 

needs for oversight and grant seeking purposes are met, we re- 

commended that IRS make certain administrative changes to better 

enforce those tax exemption reporting requirements. IRS agreed 
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with our recommendations and is taking actions to strengthen its 

enforcement program and improve its management information sys- 

tem. These actions should help to assure that the public's 

oversight and grant-seeking infor .tion needs are met. 

CONCLUDING REMARKS 

To assure that private foundations serve public rather than 

private interests, the Congress enacted an extensive set of 

rules governing the operations of tax-exempt private founda- 

tions. Today, I have summarized the financial results of foun- 

dation operations-- principally in tax year 1979--under those 

rules. 

Although sizeable revenues are flowing into foundations, 

and although foundations are retaining increasing portions of 

these revenues, the data, when measured in constant dollars, 

shows that the market value of foundation assets has declined in 

recent years as have foundation disbursements for charitable 

purposes. Even so, the majority of money paid out by the 

private foundation community as a whole has been for charitable 

purposes --about $3.2 billion of $3.5 billion in total expenses 

for 1979, of which $2.8 billion was for grants or contribu- 

tions. Also, the charitable disbursements of many foundations 

equalled or exceeded their adjusted net income--the amount 

/ generally deemed available for funding charitable activities. 
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Mr. Chairman, we believe that within. the context of the 

law, a balance must be struck between the benefits to be derived 

from the operational freedom of private foundations and the need 

for regulation to assure that public purposes are Aerved. Our 

statistical analyses of the financial aspects of foundation 

operations, standing alone, do not permit us to reach hard and 

fast conclusions as to whether foundations are properly bal- 

ancing their operations between serving the public and meeting 

their own financial needs and whether there is a need for more 

or less regulation. What the proper balance should be can best 

be determined through the legislative process and public debate, 

as represented by hearings such as these. We trust that the in- 

formation we have presented today will assist the Subcommittee 

and the Congress in making these determinations. 

This concludes my statement. I would be pleased to respond 

to any questions. 
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ANALYSIS pf m  m W  hSSETS M!%Q WCORDING 34 m -RETURn- 

z 
FOR FOUNDATIONS NITN ASSETS VALUED BETWEEN 9199,BBB AND 91*=*9.&B 

1 

,. 

DESCRIPTION OF 

ASSETS HELD 
-------------- 

CASH 

RECEIVABLES 

INVENTORY 

U.S.GOVERNMENT OBLIGATIONS 

STATE AND LOCAL OBLIGATIOHS 

CORPORATE BONDS 

CORPORATE STOCKS 

MORTGAGE LOANS 

DEPRECIABLE ASSETS-INVEST 

LAND HELD FOR INVESTMENT 

OTHER INVESTMENTS 

OTHER ASSETS 

OVERALL PERCENT 

NOTE A: 

NOTE B: 

SOURCE: 

(NOTES A AND I) 

------------PERCENTAGE DISTRIBUTION OF FOUNDATION ASSETS BY EARNINGS RATES------------ 

LESS 
THAN 

0 
_-m--e 

0 1 

-m-v-- ------ 

1* 19 

5 5 

3 2 

5 6 

0 1 

B 18 

25 27 

2 2 

B 1 

9 2 

6 9 

17 16 
------ ------ 

100 100 -v---- --m-v- -_-_-- --__-- 

Ti Ti 
4 B 

_--__- ------ 

TX 
13 

___--- 

:t 
1B 

------ 

21 

Ii 

0 

7 

0 

lr) 

35 

2 

2 

4 

5 

3 ------ 

100 __---_ -----_ 

ZD 
OVER 

------ 
OVERALL 
--___-- 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 
------ 

0 
====L= 

20 13 

6 2 

0 0 

7 12 

0 a 

11 21 

37 37 

2 f 

2 0 

4 1 

7 9 

5 2 ------ ------ 

100 100 ------ ------ ---_-- ----__ 

21 

2 

0 

12 

0 

1B 

32 

2 

1 

1 

9 

2 
----mm 

100 ------ ----we 

22 

7 

1 

‘B 

1 

10 

33’ 

1 

2 

3 

9 

4 
--m-w- 

100 
====== 

16 

3 

8 

11 

0 

19 

36 

1 

I 

2 

B 

3 
--_--me 

100 ----e-v --_____ 

ASSETS ARE AT BOOK VALUE AUD EXCLUDE ASSETS REPORTED AS 
BEING HELD TO DIRECTLY CARRY OUT CHARITABLE PURPOSES. 

FOUNDATION EARNINGS RETRUH RATE UAS COMPUTED BY DIVIDING THE 
FOUNDATIONS ADJUSTED NET INCOME BY THE BOOK VALUE OF ASSETS 
EXCLUDING THOSE REPORTED AS I IEIHG HELD TO DIRECTLY CARRY OUT 
CHARITABLE PURPOSES. 

GAO ANALYSIS OF IRS STATISTICS OF INCOHE DIVISION RANDOM SAHPLE 
DATABASE OF 1979 PRIVATE FOUNDATION RETURNS. DATA REPRESENTS 
ESTIMATES PROJECTED TO THE UNIVERSE OF FOUNDATIONS. 

.: 

. 



DEPRECIABLE ASSETS-INVEST 

LAND HELD FOR INVESTMENT 

OTHER INVESTMENTS 

OTHER ASSETS H z OVERALL PERCENT 

: ti 3 
3 DESCRIPTION OF 

F 
ASSETS HELD 

-------------- 
4 

CASH 

RECEIVABLES 

INVENTORY 

U.S.GOVERNMENT OBLIGATIONS 

STATE AND LOCAL OBLIGATIONS 

CORPORATE BOHDS 

CORPORATE STOCKS 

MORTGAGE LOANS 

(NOTES A AND B) 

------------PERCENTAGE DISTRIBUTION OF FOUNDATION ASSETS BY EARNINGS RATES------------ 

LESS 
THAN 0 

0 
------ 

k 
3 

2 

B 

0 

k 

22 

0 

0 
0 
0 
0 ------ 

0 ====== 

6 

7 

7 

37 
------ 

100 
===z== 

1 Tf Ti Tt :i iiD 
k B 13 1B OVER OVERALL ---v-e ------ v-e--- 

7 B 6 

k 6 2 

0 0 0 

7 B 15 

3 0 0 

7 12 26 

35 56 42 

I 2 1 

0 2 

5 I 

B 7 

25 5 

100 v----w ----__ 
100 ------ ---__- 

NOTE A: ASSETS ARE AT BOOK VALUE AND EXCLUDE ASSETS REPORTED AS 
BEING HELD TO DIRECTLY CARRY OUT CHARITABLE PURPOSES. 

NOTE B: FOUNDATION EARNINGS RETRUN RATE WAS CONPUTED BY DIVIDING THE 
FOUNDATIONS ADJUSTED NET INCOME BY THE BOOK VALUE OF ASSETS 
EXCLUDING THOSE REPORTED AS BEING HELD TO DIRECTLY CARRY OUT 
CHARITABLE PURPOSES. 

SOURCE: GAO ANALYSIS OF IRS STATISTICS OF INCOME DIVISION RANDOM SAMPLE 
DATABASE OF 1979 PRIVATE FOUNDATION RETURNS. DATA REPRESENTS 
ESTIMATES PROJECTED TO THE UNIVERSE OF FOUNDATIONS. 
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n 
i-4 
.5t 

E __ 

DESCRIPTION OF 

ASSETS HELD 
_--_---__-_--- 

CASH 

RECEIVABLES 

INVENTORY 

U.S.GOVERNMENT OBLIGATIONS 

STATE AND LOCAL OBLIGATIONS 

CORPORATE BONDS 

CORPORATE STOCKS 

MDRTGAGE LOANS 

DEPRECIABLE ASSETS-INVEST 

LAND HELD FOR INVESTMENT 

OTHER INVESTMENTS 

OTHER ASSETS 

OVERALL PERCENT 

FOR FOUNDATIONS UITH ASSETS VALUED AT $lB.m.(BI 

(NOTES A AND Bl 

------------PERCENTAGE DISTRIBUTION OF FOUNDATION ASSETS BY EARNINGS RATES------------ 

LESS 
THAN 0 1 T2o TX 2 :i0 

0 4 13 18 OVER OVERALL 
__-_-_ ------ 

e 3 

0 2 

0 0 

0 3 

0 0 

0 37 

0 36 

0 2 

0 0 

0 3 

0 2 

-_---- ----w- _____- ------ v--m-- -e---e ---mm_- 

1 2 3 

3 2 1 

0 0 0 

4 10 12 

0 0 0 

3 16 20 

40 45 55 

0 9 1 

3 0 0 

3 3 0 

21 2 7 

5 

3 

0 

15 

0 

26 

38 

2 

2 

1 

6 

1 14 3 

12 3 2 

0 0 0 

18 6 12 

0 0 0 

13 6 21 

52 62 50 

0 0 l 1 

1 1 1 

0 0 1 

* 9 6 

0 12 23 11 1 2 0 0 3 ---___ ------ __---- ------ ------ ------ ------ ------ --__-__ 

0 100 100 100 100 100 100 100 100 __-___ ---_-- ------ ------ --mm-- ------ ---_-- ---___ ----__ ------ __---- ------ ------ v--w-- ------ ------ --_____ --_____ 

E NOTE A: ASSETS ARE AT BOOK VALUE AND EXCLUDE ASSETS REPORTED AS 

2 

BEING HELD TO DIRECTLY CARRY OUT CHARITABLE PURPOSES. 

NOTE B: FDUNtTION EARNINGS RETRUN RATE WAS COMPUTED BY DIVIDING THE 
FOUHL’.TIONS ADJUSTED NET INCOME BY THE BOOK VALUE OF ASSETS 
EXCLUDING THOSE REPORTED AS BEING HELD TO DIRECTLY CARRY OUT 
CHARITABLE PURPOSES. 

SOURCE: GAO ANALYSIS OF IRS STATISTICS OF INCOME DIVISION RANDOM SAMPLE 
DATABASE OF 1979 PRIVATE FOUNDATION RETURNS. DATA REPRESENTS 
ESTIMATES PROJECTED TO THE UHIVERSE OF FOUNDATIONS. 



TOTAL NUMBER OF FOUNDATIONS 1,223 8,557 5,967 8,711 3,026 490 27,980 

COWENSATION EXPENSE: 

OFFICERS 

CHARITABLE DISBURSEMENTS ($1 215.640 2.298.555 1,613,524 4,594,330 10,949,266 24,823,886 44.495,201 
%  OF TOTAL OFFICER COW. 76 75 77 55 52 67 62 
NUMBER OF FOUND. 37 307 513 1,362 934 307 3,461 
%  OF TOTAL FOUND. 3 4 9 16 31 63 12 

OTRER.OPERATIONS ($ 
%  OF TOTAL OFFICER COHP. 
NUHBER OF FOUND. 
%  OF TOTAL FOUND. 

66,713 776,388 471,703 3,798,845 10,102,550 12,193,418 27,409.616 
24 25 23 45 48 33 38 
27 614 773 1,826 1,040 . 295 4,576 

2 7 13 21 34 60 16 
----------- -o--------- --__---_-_- __-----~_---~ -_-_----_-_-- -__-_-___---- -_----_---___ 

AtQmsx -OF-- rnExPENsF.S --~ 
ACCORDIt?CTOFOLDiDATIOHASSET SIZE AT BOOKVALUE 

1 OF9 

___-__--__--~_-_--~~~~ ---------FOUNDATION ASSET SIZE AT BOOK VALUE- ___-_----_-------------------- 
0 1 25,000 100,000 1,QQQ.Qof-J 

OR NOT WIDER UHDRR UNDER UNDER 10,000,000 
REPORTED 25,000 100,000 1,05Q,~ 10,000,000 At?0 OVER TOTAL 

---------- ___-_------ ---e--e---- _---__--_---- ---__-------- L--------e-w- -_----_---__ 

TOTAL OFFICER COUFENSATION ($) 
%  OF TOTAL EXPENSES 
NUMBER OF FOUND. 
%OFTOTALFOUND. 

OTHER SALARIES 

CHARITABLE DISBURSEMENTS ($) 58,416 11,084,097 4,910,313 15,064,485 47,599,449 68,828,178 147,544,938 
%  OF TOTAL OTHER SALARIES 91 86 93 82 89 90 89 
NUMBER OF FOUND. 16 200 176 599 644 267 1,901 
X OF TOTAL FOUND. 1 2 3 7 21 54 7 

282,353 3.074,943 2,085,227 8,393,175 21,051,816 37,017,304 71,904,817 
2 3 2 2 2 2 2 

58 721 907 2,162 1,242 334 5,424 
5 a 15 25 41 68 19 



2 OF 9 
ANALYSISO~~~TE ?VUNDATION EXPENSES 

ACCORDING TO FWNDATION ASSET SIZE AT RtKNC VALOiJ 

fi 

-----------------------------FIXATION ASSET SIZE AT B,,O1( VALUE-------------------------- 

0 1 25,000 100,000 l,~,~ 

z 
OR NDT UNDER UNDER UNDER UNDER 10,000,0oD 

2 
REPORTZD 25,000 loO,ooO l,ooo,ooO lO,ooo,OoU ANDOVER TOTAL 

--_------- ______--_-_ _-_-___---_ -------__---- -___--_-_--__ ---~-~----~~_ _-_-__-____- 

TOTAL NUMBER OF FOUNDATIONS 1.223 8,557 5,967 0,717 3,026 490 27,980 

OTHER OPERATIONS ($1 5,752 1,803,579 387,321 3,298,752 6.017.261 7,499,979 19.012.644 
X OF TOTAL OTRER SALARIES 9 14 7 18 11 10 11 
NUKBER OF FOUND. 32 123 117 390 404 207 1,272 
% OF TOTAL FOUND. 3 1 2 4 13 42 5 

-----_---- --_--_----_ --_-----_-- -------_--_-- ------------- ------------- ---_--_-__- 

TOTAL OTHER SALARY ($1 64,169 12,887,676 5,297,633 18,363,237 53.616.710 76,328,15? 166,557,582 
% OF TOTAL EXPENSES 1 12 6 4 5 4 5 
NUMBER OF FOUND. 47 261 250 787 766 281 2,392 
% OFTOTAL FOUND. 4 3 4 9 25 57 9 

PENSION PLAN 

CHARITABLE DISBURSEMFdTS ($) 0 0 96,248 351,927 2,624,473 
% OF TOTAL PENSION PLAN 0 0 loo 92 92 
NUMBEROFFOUND. 0 0 16 40 126 
% OF TOTAL FOUND. 0 0 0 0 4 

OTHER OPERATIONS ($1 0 0 0 
% OF TOTAL PENSION PLAN 0 0 0 
NUMBER OF FOUND. 0 0 0 
% OF TOTAL FOUND. 0 0 0 

----------- ----------- ----------- 

TOTAL PENSION ($1 0 0 96,248 382,538 2,853,700 10,672,946 14,005,433 
% OF TOTAL EXPENSES 0 0 0 0 0 1 0 
NUMBER OF FOUND. 0 0 16 52 139 157 364 
XOFTOTALFOUND. 0 0 0 1 5 32 1 

30,611 229,227 
8 8 

24 62 
0 2 

------------- 

9.611,184 
90 

152 
31 

1,061,762 1,321,601 
10 9 

112 198 
23 1 

------------- ------------- 

12,683,832 
91 

333 
1 

. 
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TOTAL NVKBER OF FOVNDATIORS 1,223 8,557 5,967 8,717 3,026 490 27,980 

OTRER BENEFITS 

CHARITABLE DISBURSEMENTS ($) 0 1,059,703 291,110 625,077 2,312,941 
% OF TOTAL OTHER BENEFITS 0 81 93 81 87 
NlJ?lBER OF FOUND. 0 107 32 109 224 
% OF TOTAL FOUND. 0 1 1 1 7 

OTHER OPERATIONS ($1 
% OF TOTAL OTRER BENEFITS 
RVMBER OF FOUND. 
% OF TOTAL FOUND. 

0 251,111 22,327 145,354 340.381 118,059 877,231 
0 19 7 19 13 1 5 
0 46 21 52 111 121 351 
0 1 0 1 4 25 1 

__-__------ ----------- --__------- __----------- ------------- ------------- ------------- 

TOTAL OTHER BENEFITS ($1 
% OF TOTAL EXPENSES 
NUMBER OF FOUND. 
% OF TOTAL FOUND. 

ANALYSIS OF PHlVATB FOWDATION EXPENSES 
ACCORDIHG TO FOVNDATION ASSET SIZE AT BOOK VALVE 

------------------------------F~ATIoFI &SW SIZE AT BOOK V------------------------------ 

0 1 25,000 100,DDo 1 ,ooo,ooo 
OR NOT VRDER UNDER UNDER UNDER 1o,oDo,Doo 

REPORTED 25,000 100,000 1 ,ooo,ooo 10,000.000 AND OVER TOTAL 
I____--__- -_--------- --_-------- ___-----_---- ------------- ------------- -----m----e- 

0 1,310,813 313,437 771,232 2,653.322 11,057,297 16,106,lOD 
0 1 0 0 0 1 0 
0 138 37 124 247 165 711 
0 2 1 1 8 34 3 

10.939.238 15,228,869 
99 95 

161 634 
33 2 

TOTAL COMPENSATION EXPENSE 

- CHARITABLE DISBVRSEMEWTS ($)274,056 14,442,354 6,911,195 20,636,619 63,486,130 114,202,486 219,952,840 
% OF TOTAL EXPENSES 2 13 8 5 6 6 6 
NUMBER OF FOUND. 52 445 640 1,768 1,246 341 4,493 
% OF TOTAL FOUND. 4 5 11 20 41 70 16 

. 



- ---A#ALysIs-QIPRI- ON m!@!SES 
ACCORDING TO FOVNDATION ASSET SIZE AT BOOK VALUE 

4 OF9 

2 
x ------------------------------FOUWDATION ASSET SIZE AT BOOK VALUE------------------------------ 
IF z 0 1 25,000 lDD,DOO 1 *~,c@J 

OR NOT UNDER VNDER UNDER 

ij 

UNDER 10,000,000 
REPORTED 25,000 loO,DOD 1,DDo,ooo 10,000,000 AND OVER TOTAL 

___-_--_-__ --_----_--- --------- --e------e--- _--------e-e- ------------- _----__-__ 
ic cc rz: TOTAL NVHBER OF FOVNDATIONS 1,223 8,557 5,967 8,717 3,026 490 27,980 

OTHER OPERATIONS ($1 72,465 2,031,QJJ 881,350 7,273,562 16,689,419 20,873,218 48,621,092 
%  OF TOTAL EXPENSES 1 3 1 2 2 1 1 
NDHBER OF FOUND. 42 691 853 2,086 1,234 324 5,230 
%  OFTOTALFOVND. 3 8 14 24 41 66 19 

-_--------_ -------_--_ ----------- ------------- ------------- ------------ _________ 

TOTAL COHPENSATION ($1 346,521 17,273,432 7,792,545 27,910,181 80,175,549 135,075,704 268.573,932 
%  OF TOTAL EXP. 3 16 9 6 8 7 8 
NUMBER OF FOUND. a8 890 1,098 2,670 1,581 369 6,697 
XOFTOTAL FOUND. 7 10 18 31 52 75 24 

PROFESSIONAL SERVICE EXPENSE: 

CHARITABLE DISBURSEMENTS ($1282,075 1,990,405 1,568,897 5,290,442 8,692,lll 12,420,882 30,244,812 
%  OF TOTAL PROF SVS 78 85 65 45 36 31 37 
NUKBER OFFOVND. 126 1,476 1,586 2,831 1,447 378 7,844 
%  OF TOTAL FOUND. 10 17 27 32 48 77 28 

OTHER OPERATIONS ($1 77,472 360,786 838,119 6,491,263 15,611,530 27,806,256 5i,185,427 
%  OF TOTAL PROF SVS 22 15 35 55 64 69 63 
NUMBER OF FOUND. 131 1,243 1,726 3,849 1,956 397 9,303 

&% OF TOTAL FOUND. 11 15 29 44 65 81 33 
---------_- ----------- ----------- ----_-------- ------------- ----------_-- -----A------- 

TOTAL PROF SVS ($) 359,547 2,351,192 2,407,016 11,781,705 24,303,641 40,227,138 81.430,239 
%  OF TOTAL EXP. 3 2 3 3 2 2 2 
NUMBER OF FOUND. 223 2,320 2,773 5,181 2,295 434 13,226 
%  OF TOTAL FOUND. 18 27 46 59 76 89 47 

. 



ANALYSIS OF PRIVATE FMNDATION EXPENSES 
ACCORDING To FOtMDATION ASSET SIZE AT BODE VALVE 

---------_----_----_--------- FO”NDATIm ASSET SIZE AT BOOK VUVE------------------------------ 
g 0 1 25,000 100,000 1,000,000 

OR NOT VRDER UNDER UNDER UNDER lO,DOO,DOD 

f4 
REPORTED 25,000 lDD,OOO 1,ooo,oDD 10,000,000 AND OVER TOTAL 

--e-s---_- -----_----- ----------- ------------- -----__------ ---_--_______ 
E 

------_-- 

TOTAL NVMBER OF FOVNDATIONS 1,223 8,557 5,967 8,717 3,026 490 27,980 

CONTRIBUTION EXPENSE: 

EXEMPT PURPOSE %  OF TOTAL CONTRIB. 

NVMBER OF FOUND. %  OFTOTALFOWD. 

13,361,057 75,504,823 66,088,609 360,390,302 766,046,928 1,500,625,503 139 
99 

2,782,01?,222 
100 102 99 99 99 

388 5,866 5,210 7,849 2,676 459 32 69 22,447 87 
90 88 94 80 

OTHER OPERATIONS ($1 -3,722,733 1,107,149 51,814 -5,341,647 %  OF TOTAL CONTRIB. 9,468,663 17,419,088 -39 18,982,334 1 
0 -2 1 1 1 

NWBER OF FOUND. 47 261 171 190 142 85 * 896 
%  OF TOTAL FOVND. 4 3 3 2 5 17 3 

----------- ----------- -------v--- ------------- ------------- -20---------- ---------_-_ 

TOTAL CONTRIBVTIONS ($)9,638,324 76,611,972 66,140,423 355,048,655 775,515,591 
%  OF TOTAL EXP. 

1,518,044,591 2,800,999,557 
78 JO 76 80 77 81 79 

NDMBEROFFOUND. 372 
5 

5,927 
%  OF TOTAL FOUND. 30 69 5,226 88 7,896 91 2,683 89 

460 
94 22,564 81 

X 

E 
OTHER EXPENSES: 

INTEREST 

CHARITABLE DISBURSEMENTS ($1 
%  OF TOTAL OTHER EXPENSES 
NUMBER OF FOUND. 
%  OF TOTAL FOUh'D. 

0 42,535 79,208 463,051 1,935,611 4,566,364 
0 44 

7,086,769 
28 29 30 53 41 

0 107 133 212 100 23 576 
0 1 2 2 3 5 2 

5 OF 9 
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--AiiAHswm xoHxxPENsEs . . . . . ..~_ .__. 
ACCORDIHC TO FOVNDATIDN ASSET SIZE AT BooIt VALVE 

E= 

6 OF9 

-------------------------------FIXATION ASSET SIZE AT B,,(,K VALUE----------------------------- 

0 1 25,000 100,ooo 1,000,000 
OR NOT UNDER UNDER UNDER UNDER 10,000,000 

REPORTED 25,000 100,DOO l ,OOO,OOO 1o,OOo,OOO MD OVER TOTAL 
-----e--e-- ----------- ---------v -I---------- ------------- --------_---- -----_---___ 

TOTAL NUMBER OF FOUNDATIONS 1,223 8,557 5,967 8,717 3,026 490 27,980 

OTHER OPERATIONS ($1 0 54,492 206,701 %  OF INTBREST EXPENSE 1,152,250 4,603,176 3,980,655 9,997,274 0 
56 72 71 JO 47 59 

NVMBER OF FOUND. 0 215 230 507 299 47 
%  OF TOTAL FOUND. 

1,298 
0 3 4 6 10 10 5 

-------_--_ ----------- ----------- --__-_---_--_ _____________ ------------- ---------_-- 

TOTAL INTEREST ($1 0 97,027 285,909 %  OF TOTAL EXPENSES 1,615,300 6,538,787 8,547,019 17.084,043 0 0 
0 0 1 0 0 

NLMBER OF FOUND. 0 307 347 688 3'17 63 
%  OF TOTAL FOUND. 

1,782 
0 4 6 8 12 13 6 

TAXES 

CHARITABLE DISBURSE ?NTS ($1 28,584 799,090 451,449 %  OF TOTAL TAXES 1,812,937 5.140.338 5,496,747 13,729,145 34 78 
44 21 22 10 15 

2 NlJt4BER OF FOUND. 82 1,381 1,093 1,507 803 220 
%  OF TOTAL FOUND. 

5,087 
x 7 16 18 17 27 45 18 

OTHER OPERATIONS ($1 
%  OF TOTAL TARES 
NVMBER OF FOUND. 
%  OF TOTAL FOUND. 

TOTAL TAXES ($1 85,033 1,023,615 1,028,226 
%  OF TOTAL EXPENSES 

8,541,749 23,280,941 54.694,863 88,654.427 
1 1 1 2 2 3 3 

NVMBER OF FOVND. 203 4,206 4,755 7,707 2,825 457 
%  OF TOTAL FOUND. 

20,153 
17 49 80 88 93 93 72 

56,450 
66 

137 
11 

.---_--_ - 

224,524 576,778 6,728,812 18,140,603 49,198,116 74,925,282 
22 56 79 78 90 85 

2,978 3,934 6,788 2,559 436 16,832 
35 66 78 85 89 60 

.-----e--v- --------e-- ------------- ------------- -_-_--_______ ----------_-- 

. 



ANALYSIS OF PRIVATE FOUNDATION EXPENSES 
ACCORDING TO FOUNDATION ASSET SIZE AT BOOK VALUE 

7 OF9 

x 
b 
zi 

-------------------------------FO”~ATl~ ASSm SIZE ,,f BOOK “AWE------------------------------ 
8 0 1 25,000 100,000 1 ,ooo,ooo 

OR NOT UNDER UNDER UNDER UNDER 1o,ouo,ooo 
2 REPORTED 25,000 100,000 1 ,ooo.ooD 1o,Doo,ooo MD OVER MTAL 

_-----_--__ _-__-_----- __--__--_-- ----_-----_-- ------------- -_---_--_-___ ____________ 
f; 

TOTAL NUMBER OF FOUNDATIONS 1,223 a.557 5,967 a.717 3,026 490 27,980 

DEPRECIATION 

EXEKPT PURPOSE--N/A 

OTHER OPERATIONS ($) 61,400 183,079 739,435 3.546,?14 10,948,a45 11,?53,251 27,232,?25 
NUMBER OF FOUND. 15 292 256 763 666 191 2,184 
%  OF TOTAL FOUND. 1 3 4 9 22 39 a 

RENT 

CHARITABLE DISBURSENENTS ($1 0 1,512,175 489,096 1,006,111 2,596,248 - 6,2aa,940 lk,a92,570 
%  OF TOTAL RENT 0 81 ai 67 54 79 71 
NUMBER OF FOUND. 0 184 175 280 351 197 1,187 
%  OF TOTAL FOUND. 0 2 3 3 12 40 4 

OTHER OPERATIONS ($1 
X OF TOTAL RENT 
NWBEROF FOUND. 
%  OF TOTAL FOUND. 

TOTAL RENT ($1 
%  OF TOTAL EXPENSES 
NUMBER OF FOUND. 
%  OF TOTAL FOUND. 

21,150 359,443 112,893 
100 19 19 

36 159 107 
3 2 2 

----------- - .-_-------- ___-_------ 

21,150 1,8?1,61? 601,989 
0 2 1 

36 312 250 
3 4 4 

493,083 2,204.?03 1,660,463 4,851,?35 
33 46 21 29 

278 319 168 1,067 
3 11 34 4 

.---------- -_------_-_-- -__--_----__- ----_-----_-- 

1,499,194 
0 

448 
5 

4,800,95i 
0 

455 
15 

?,949,403 16,?44,305 
0 0 

215 1,716 
44 6 

. 



ii 2 z i3 E TOTAL NUMBER OF FOUNDATIONS 

OTHER 

CHARITABLE DISBURSEMENTS ($) 1,509,816 8,544,536 6,969,498 24,823,052 62.?93,044 
% OF TOTAL OTHER a5 82 82 73 78 
NUMBER OFFOUND. 152 3,563 2,897 4,641 1,959 
% OF TOTAL FOUND. 12 42 49 53 65 

OTHER OPERATIONS ($) 
% OF TOTAL OTHER 
NUMBER OF FOUND. 
% OF TOTAL FOUND. 

268,153 1,910,028 1.532.818 9.043,42? 18,209,050 
15 18 18 27 22 

157 2,461 2,579 4,446 1,919 
13 29 43 51 63 

----e---e-- ----------- --------_-- -__-------_-_ ------------- 

TOTAL OTHER ($1 
% OF TOTAL EXI'ENSES 
NUMBER OF FOUND. 
% OF TOTAL FOUND. 

TOTAL OTHER EXPENSES 

CHARITABLE DISB. ($) 
% OF TOTAL EXPENSES 
NUMBER OF FOUND. 
% OF TOTAL FOUND. 

OTHER OPERATIONS ($1 
% OF TOTAL EXPENSES 
NUMBER OF FOUND. 
% OF TOTAL FOUND. 

-AHALYSLS~DP~P FOUNDATI-DR_EXFENSES _ 
ACCORDING TO FOUNDATION ASSET SIZE AT BOOK VALUE 

__-___----__-_-_--------------- FOUNDATION ASSET SIZE AT BOOK VALUE--- 
0 1 25.000 lOD,@oO 1 .~dJc@ 

OR NOT UNDER UNDER UNDER UNDER 
REPORTED 25,000 100,000 1,oDo,ooo lO,DOO,ODD 

_---_--_--_ ______--__- -_-_---__- ------------- ----_-------- 

1,223 8,557 5.967 8,717 3,026 

1,???,969 10.454.565 8,502,315 33,866,480 ai,oo2.094 99,44?,?46 235,051,169 
14 10 10 8 8 5 7 

306 5.579 4,878 7,533 2.782 467 21,545 
25 65 82 86 92 95 77 

1,538,400 io,a98,336 7,989,25i 28,105,151 ?2,465,241 
13 10 9 6 7 

183 3,916 3,100 4,877 2,037 
15 46 52 56 67 

407,153 2,731,568 3,168,624 20,964,285 54,106,3?8 
3 2 4 5 5 

213 4,211 4,474 7,432 2,825 
17 49 75 85 93 

----e---e-_ ----------- ----------- ------------- ----_---e--e- 

8 OF 9 

1o,ooo,ooa 
ANDOVER TOTAL 

------------- -_---_-_____ 

490 27,980 

76.097.631 18O.?3?,5?? 
77 77 

409 13,622 
83 49 

23,350,115 54,313,592 
23 23 

383 11,945 
78 43 

------------- ^_---__-__-__ 

92.449.682 213,446,061 
5 6 

415 14,528 
a5 52 

89,942,600 1?1,320,608 
5 5 

466 19,621 
95 70 

------------- -_----------- 
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3 
r-4 

ARALYSIS OF PRIVATE FGURDATION EXPENSES 
ACCORDING To FOUNDATION ASSET SIZE AT BOOX VALUE 

x 
e -------------------------------FOUWDATION ASSET SIZE AT BOOK VALuB------------------------------ 
z  0 1 25.000 lDD,DDO l.~,ooO 

B 
OR m)T UNDER UNDER UNDER UNDER 1o,ooo,oDo 

2 REPORTED ----------- ---------- 25,000 ----------- lDD,OOG -------m-v--- 1,000,000 ----------me- lO,DGO,cm ------------- ANDOVER ------------- TOTAL 

TOTAL NUMBER OF FCRJN'DATIONS 1,223 8,557 5,967 8,717 3,026 490 27,980 

TOTAL OTHER EXF’ ($) 1,945,553 13.629.904 11,15?,8?5 49,069,436 126,5?1,619 182.392.282 384.766.668 
%  OF TQTAL EXP. 16 12 13 
NLIMBER OF FOUND. 372 6,654 5,647 
XOFTDTALFOURD. 30 78 95 

GRAND TOTAL ALL EXPENSES 

TOTAL CHARITABLE DISB. ($) 
%  OF TOTAL EXPENSES 
NUMBEROF FOUND. 
%  OF TOTAL FOUND. 

15.455.595 102,836,471 82,558,43? 414,423,450 
126 94 94 93 
464 7,078 5,684 a,472 

38 a3 95 97 

TOTAL OTHER OPERATIONS ($) 
%  OF TOTAL EXPENSES 
NUMBER OF FOUND. 

> %  OF TOTAL FOUND. 
l-4 

> > SC 

E TOTAL EXPENSES ($1 
2 NWBEROFFOURD. 

2 
I. OF TOTAL FOUND. 

-3,165,587 7,031,08? 4,940,?10 29,389,316 
-26 6 6 7 
275 4,549 4,612 7,657 

22 53 77 88 
--------_- --__-_--__- -------_--_ -----__-_--- 

12,290,008 109,86?,559 8?,499,147 443,812,?6? 1,006,56?,6?5 1,8?5,?39,855 3,535,777,010 
510 7,821 5,909 8,667 3,016 487 26,410 
42 91 99 99 100 99 94 

==ii=xa=iiit* ii=iiiE=s==ss =====x==== ===P==jizi=fr =0=aac==xi====i= ==iis====E==ii= P=sa===s===- 

11 13 LO 
8,509 2,993 481 

98 99 98 

910,690,885 1,?19,698,660 
90 92 

2,972 483 
98 99 . 

95,8?6,?89 156,041,195 
10 8 

2,892 475 
96 97 

------------- ^----------- 

- . 
11 

24,655 
88 

3,245,663,499 
92 

25,155 
90 

290,113,511' 
a 

20,460 
73 

----e---e-- 

SOURCE : GAO ANALYSIS OF IRS STATISTICS OF INCOME DIVISION RANDOM SAMPLE 
DATABASE OF 1979 PRIVATE FOUNDATION RETURNS. DATA REPRESENTS 
ESTIFIATES PROJECTED TO THE UNIVERSE OF FOUNDATIONS. 
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&NALYSIS Of THE RhTE AT WHICH PRIVATE FOyllDATIONS MAKE DISBURSEtlENTS Fw 

EXwl PURPOSE- 
v 

1 OF 2 

EXPENSES B OR NOT REPORTED 
X OF TOTAL FOUNDATIONS 

84 E OF H-1 
P”iPOSE DISBURSEIlENT~ 

e 
X OF TOTAL FOUNDATIONS 

I TO 9 
X OF TOTAL FOUNDATIONS 

18 TO 19 
X OF TOTAL FOUNDATIONS 

29 TO 29 
X OF TOTAL FOUNDATIONS 

30 TO 39 
X OF TOTAL FOUNDATIONS 

40 10 49 
X OF TOTAL FOUNDATIONS 

50 10 59 
X OF TOTAL FDUNDATIONS 

60 TO 69 
X OF TOTAL FOUNDATIONS 

70 TO 79 
X OF TOTAL FOUNDATIONS 

80 TO 89 
X OF TOTAL FOUNDATIONS 

90 TO 99 
X OF TOTAL FOUNDATIONS 

100 
X OF TOTAL FOUNDATIONS 

OVER 100 
X OF TOTAL FOUNDATIONS 

TOTAL NUMBER OF FOUNDATIONS 1,570 17,265 5.142 3.426 544 33 27.980 

-----------------NWBER AND PE~;EW;GE OF FOtJl$A;;;WS BY ~I~~,O~B~OTAL EXPENSES------------------ 

OR :OT UNiER UNiER UNiER ‘UNDiR 1o.eeo.*ee 
REPORTED 25.001 ‘00.000 1.000.000 1e,00e..e0 AHD OVER TOTAL 

_________-_ ----------- ----------- ------------- -----_---_--- ----------__- ----_-_______ 

1,570 100 : : x e 0 : lw5’8 

: 1.198 1 103 2 55 2 : : 
0” 173 1 15 0 4 0 3 1 0 

0 

i 103 1 39 I 12 0 3 1 8 
0 

t 76 0 25 0 13 0 3 1 : 

II 158 1 35 1 18 I 6 1 : 

: 190 1 38 1 ': 7 1 0 . 
0 

: 163 I 32 1 ': t 0 0 

: 309 2 104 2 58 2 12 2 : 

: 596 3 184 4 123 4 21 4 1: 

i! 2,006 12 'it 475 14 t: 3 

r 6,420 37 2.602 51 1,920 56 317 _ :1 

0 5,684 629 0 33 1*2E 10 E f 

0 ia7 25 17 0 1 8 “: 3 12 -_-________ _--_------- ----------- -----------_- _--------_-_- -____________ 

sr357 5 

19: 
147 

1 

118 
0 

219 
. 1 

27: 

25i 

4a4 
2 

929 
3 

3,258 
12 

11,277 
40 

7.631 
27 

270 
1 

----------__- 

m 
cn 



&NALYSIS OF THE RATE AT UHICH PRIVATE FOUNDATIQH_S HAKE DISBURSEWNTS FOR 2 OF 2 

+t.tWOS-IN-RELATIONSHIP TO -TM&U- IOFAC- fX?EttSEI 
(NOTE A)- 

NOTE A: RATE OF EXEttPl PURPOSE DISDURSEf9ENlS UAS COIIPUTED BY DIVIDING 
EACH FOUNDATION’S EXEHPT PURPOSE DISBURSEMENTS BY TOTAL EXPENSES. 

SOURCE: GAO ANALYSIS OF IRS STATISTICS OF INCOME DIVISION RANDOH SAtlPLE 
DATABASE OF 1979 PRIVATE FOUNDATION RETURNS. DATA REPRESENTS 
ESTIMATES PROJECTED TO THE UNIVERSE OF FOUNDATIONS. 



ANALYSIS OF THE RATE AT WHICH PRIVATF FOUNDATIONS HAKE 9UAlIFYIM~ I OF 2 

~TSTRI8UTl-em-~Ht+5Mt-T~ TXEZR FOTAC- EXPEHSfS.. 
(NOTE A) 

EXPENSES 0 OR NOT REPORTED 
X OF TOTAL FOUNDATIONS 

RATE OF QUALJFYING 
DISTRIBUTIONS 

-----------------NUHBER AH0 PERCENTAGE OF FOUNDATIONS BY SIZE OF TOTAL EXPENSES------------------ 

OR :OT UNiER 
25.000 

‘%E 
1,061.000 

UNDER UNDER 1B,000.000 
REPORTED 25,000 ‘00.000 1.000.000 10,000,000 AND OVER TOTAL 

-______-___ --_-------- ----__----- ------------- ------------- -----_--_____ _____________ 

1.570 0 0 b 100 0 0 0 0 : “576c 

0 1,147 IOQ 41 %  OF TOTAL FOUNDATIONS : 7 2 1 : t 
1.297 

5 

I TO 9 
X OF TOTAL FOUNDATIONS 0 156 13 7 3 0 1 0 0 1 i Y 

10 TO 19 0 76 IB IO 2 
X OF TOTAL FOUNDATIONS 0 0 0 0 0 t 

185 
0 

20 TO 29 78 21 10 3 
X OF TOTAL FOUNDATIONS ii 

112 
0 0 0 1 0 

30 TO 39 
‘X OF TOTAL FOUNDATIONS 

169 
1 

235 
1 

40 TO 49 136 35 6 . 
X OF TOTAL FOUNDATIONS 

201 
1 1 1 1 

50 TO 59 
X OF TOTAL FOUNDATIONS 

60 TO 69 
X OF TOTAL FOUNDATIONS 

70 TO 79 
X OF TOTAL FOUNDATIONS 

0 
0 

i 289 2 87 2 

t 557 3 lB6 4 

00 TO 69 
X OF TOTAL FOUNDATIONS 

90 TO 99 
X OF TOTAL FOUNDATIONS 

100 
X OF TOTAL FO,,+DATIONS 

112 17 3 876 
3 3 9 3 

233 
1 

0 r*9:: 698 4:: 50 0 14 9 f 
3.177 

11 

: 6v363! 
0 5.580 
0 32 

2,544 
49 

1,224 
24 

',a57 313 :t 11.100 
54 56 40 

607 a0 2 7.493 
IB 15 6 27 

OVER 100 0 579 140 115 42 5 
X OF TOTAL FOUNDATIONS 

951 
0 3 3 5 8 15 3 

-__-_______ ----------- ----------- ------------- -----------__ ------------- --__-__-_____ 

TOTAL NUIIBER OF FOUNDATIONS 1,570 17,265 5.142 3,426 544 33 27.9BO 
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ANALYSIS OF THE RATE AT WICN PRIVATE FOUNDATIONS HAKE DISBURSEllENlt 

gIN 1 N NO 
(NOTE A) 

H -----------------NWlBER AND PERCENT OF FOUNDATIONS BY SIZE OF ADJUSTED NET INCDME----------------- 
H 

TOTAL NUNBER OF FOUNDATIONS 

REVENUE LESS IAN 0 
X OF TOTAL b UNDATIONS 

REVENUES 6 OR NOT REPORTED 
X OF TOTAL FOUNDATIONS 

RATE OF EXENPT 
PURPOSE DISBURSEHEN~ 

0 10 9 
X OF TOTAL FOUNDATIONS 

10 TO 19 
X OF TOTAL FOUNDATIONS 

20 TO 29 
X OF TOTAL FOUNDATIONS 

i0 TO 39 
X OF TOTAL FOUNDATIONS 

40 TO 49 0 252 
X OF TOTAL FOUNDATIONS 0 2 

50 
2 x 

50 TO 59 0 2B7 53 70 14 
X OF TOTAL FOUNDATIONS 0 2 2 3 4 

: 

0 506 169 13 1 I8 
0 3 5 6 5 

x 

x 696 4 290 a ‘Y 36 10 s2 

60 TO 69 
X OF TOTAL FOUNDATIONS 

70 TO 79 
X OF TOTAL FOUNDATIONS 

80 TO 89 
X OF TOTAL FOUNDATIONS 

90 TO 99 
X OF TOTAL FOUNDATIONS 

100 TO 109 
X OF TOTAL FOUNDATIONS 

OR :OT UNiER 
25.001 lDI.088 1,ooo.ooo 
UNDER UNDER UNDER 

REPORTED 25.000 100.000 1.000.000 10.600.000 l;M&O;G;;O 
----------- ----------- ----------- __-__---__--- ______-______ -____-___--__ _----___-__-- 

5.792 15.752 3.744 2,320 346 25 

0 0 i 0 : : 
0 0 0 

5.792 : : : 0 e 
100 0 0 

: ‘*09f 94 3 46 2 3 1 x 

175 
1 -1: u 

0 

: 175 1 56 2 30 1 2 1 : 

: 148 1 51 2 ‘: 5 1. : 

0 ""Z 382 307 65 0 10 13 19 369 

0 572 458 82 0 '*5:: 15 20 24 2;: 

: 1,285 a “Z 242 10 34 10 : 



ANALYSIS OF THE RATE AT WHICH PRIVATE FOUNDATIONS RAKF DISBURSEIlENT~ 2 OF 2 

FOR EXEPIPT PURPOS+S,IILBECATI~Wli~PA;O T!ifIR ADJUSTED NET INCO?& 

-----------------NWlBER AND PERCENT OF FOUNDATIONS BY SIZE OF ADJUSTED NET INCOI(E----------------- 

OR :OT UNliER 
25.8OB 1,000.000 
UNDER ‘::ii::” UNDER lB.OB@.@@# 

REPORTED 25,BBB 11)D.OOO 1,000.000 10.000.001 AND OVER TOTAL __________- _____-___-- _--___-____ -___-__--_--- ------------- ------a------ __--_________ 

110 TO 119 x 658 228 145 14 1.045 
X OF TOTAL FOUNDATIDNS 4 6 6 4 

: 
4 

120 TO 129 562 154 75 It 
X OF TOTAL FOUNDATIONS 

t 
4 4 3 3 

: 8B2 
3 

130 TO 139 424 115 51 6 B 596 
X OF TOTAL FOUNOATIONS 

: 
3 3 2 2 0 2 

140 TO 149 316 ‘12 51 4a7 
%  OF TOTAL FOUNDATIONS 

f 
2 3 2 

ii : 
2 

150 TO 199 i 1,178 241 145 16 1,579 
X OF TOTAL FDUNDAlIONS 7 6 6 5 

t 
6 

200 TO 299 0 1.105 201 114 13 X OF TOTAL FOUNDATIONS b 7 5 5 4 : ‘*‘y 

300 AND OVER ii 4.44% 411 166 B 
%  OF TOTAL FOUNDATIONS 28 11 7 2 

: 5.@26 
18 __-__--___- -__-_-_---_ __-___-__-_ -__--_---_--- ------------- -_------_---_ _____________ 

(D 
TOTAL NIlfIBER OF FOUNDATIONS 5,792 15.752 3,744 2,320 *346 25 27,98B a0 

NOTE A: RATE OF EXEt!PT PURPOSE DISBURSEt4ENTS WAS COtlPUTED BY 
DIVIDING EACH FOUNDAfION’S EXEMPT PURPOSE DISBURSEMENT 
BY ADJUSTED NET INCOME. 

SOURCE: GAO ANALYSIS OF IRS STATISTICS OF INCOIIE DIVISION RANDOH SAMPLE 
DATABASE OF 1979 PRIVATE FOUNDATION RETURNS. DATA REPRESENTS 
ESTIMATES PROJECTED TO THE UNIVERSE OF FOUNDATIONS. 



ANALYSIS OF THE RATE AT WttICN PRIVATE FOUNDATIONS RAKE WJALIFYIN~ lg$2 

~SlRVRllToffs- - I?REtmmmcf+TGTttETR ADJUSTED BET- WBUE 

=: 
(NOTE A) 

-----------------NUI’lBER AND PERCENT OF FOUNDATIONS BY SIZE OF AJUSTED NET IHCOt9E----------------- 

UN;ER 25,000 100, OQI 1,608.098 
UNDER UNDER UNDER 10,000,.0 

25.000 100.000 i.ooe.000 10,000,00D AND OVER TOTAL 
i 
2 

OR ROT 
REPORTED 

----------- __-_____-- -  ______-__-_  - - - - - - - - - - - - -  - - - - - - - - - - - - -  - - - - - - - - - - - - -  - - - - - -e-- -v- -  E 
E TOTAL NUf4BER OF FOUNDATIONS 5.792 

4 REVENUE LESS THAN 0 0 
X OF TOTAL FOUNDATIONS 0 

15.752 3,744 2.320 346 25 27 t 960 

i 0 0 : : : t 

l! t x  t : 
5,792 

21 
REVENUES 0 OR NOT REPORTED 5.792 

X OF TOTAL FOUNDATIONS 100 

RATE OF PUAlIFYING 
DISTRIBUTIONS 

0 TO 9 
X OF TOTAL FOUNDATIONS t 

1.048 
7 

II 
2 

38 
2 

2 
1 

12B 24 15 2 
1 1 1 1 

: 
1.169 

4 

10 TO 19 
X OF TOTAL FOUNDATIONS : 

20 TO 29 b 
‘X OF TOTAL FOUNDATIONS 0 

‘I: 
141 

1 

143 
1 

52 28 
1 1 : 

222 
1 

30 TO 39 
X OF TOTAL FOUNDATIONS t 

40 TO 49 
%  OF TOTAL FOUNDATIONS : 

53 
1 

21) 
1 

2 . 
1 

f 

226 
1 

249 74 42 
2 2 2 

373 
1 

50 TO 59 0 279 B5 66 14 
%  OF TOTAL FOUNDATIONS 0 2 2 3 4 

503 160 
3 4 

19 
6 

444 
2 

60 TO 69 
X OF TOTAL FOUNDATIONS : 

119 
5 

804 
3 

1,212 
4 

70 TO 79 
X OF TOTAL FOUNDATIONS : 

80 TO 89 0 
X OF TOTAL FOUNDATIONS 0 

706 2B3 190 30 
4 II s 9 

871 3Bl 297 66 
6 10 13 19 

1n5:fl 
561 469 84 

‘5 20 24 

1*62a 
2.707 

10 
90 TO 99 

X OF TOTAL FOUNDATIONS : 369 

x 
100 TO 109 0 1,303 472 255 

X OF TOTAL FOUNDATIONS 0 1 13 11 
2,068 

7 

. 



ANALYSIS OF THE RATE AT UNICN PRXVATE FOUNDATIONS I'IAKE QUAlJFYING 2m2 

DISTRIBUTIONS IN RELATfDRStfI~7U-TTiETR -AB.lU!$TEB- ttET -1NCB)rf 
(NOTE A) 

ia 
2 110 TO 119 

%  OF TOTAL FOUNDATIONS 

120 TO 129 
%  OF TOTAL FOUNDATIONS 

130 TO 139 
X OF TOTAL FOUNDATIONS 

140 TO 149 
X OF TOTAL FOUNDA TIONS 

150 TO 199 
X OF TOTAL FOUNDA TIONS 

200 TO 299 
X OF TOTAL FOUNDATIONS 

300 AND OVER 
X OF TOTAL FOUNDATIONS 

TOTAL NUMBER OF FOUNDATIONS 

-----------------NUliBER AND PERCENT OF FOUNDATIONS BY SIZE OF AJUSTED NET INCDtTE----------------- 

OR :OT UNiER 
25,900 100.000 1.000,800 
UNDER UNDER UNDER 1#,000,00@ 

REPORTED 25,000 100,000 ‘.000,000 10,000.000 AND OVER TOTAL --_----__-- ----------- ----------- -------__-___ --_---------- --____-__---- --_-_________ 

: 6Bl 4 23B 6 146 6 13 4 : 1,e7s 
4 

: 558 4 15f 71 3 12 3 : 796 
3 

: 426 3 120 3 48 2 a 2 0 0 602 
2 

0 304 114 47 473 
0 2 3 2 3 : 2 

0 
0 

i.iai 
7 

16 
5 : I*5969 

0 1.120 213 125 13 1.471 
0 7 6 5 4 

oe 
5 . 

: 4,533 29 424 11 lB3 B IO 3 : 5.152 
lb ----------- _-___----__ -____-___-- _--_-_-______ _____________ - - - - - - - - - - - - - ----_-_______ . 

5,792 15,752 3.744 2,320 346 25 27,9BO 

NOTE A: RATE OF QUALIFYING DISTRIBUTIONS HAS COHPUTED BY DIVIDING 
EACH FOUNDATION’S QUALIFYING DISTRIBUTIONS BY ADJUSTED NET INCOME. 

SOURCE: GAO ANALYSIS OF IRS STATISTICS OF INCOME DIVISION RANDOM SAMPLE 
DATABASE OF 1979 PRIVATE FOUNDATION RETURNS. DATA REPRESENTS 
ESTIMATES PROJECTED TO THE UNIVERSE OF FOUNDATIONS. 



ATTACHMENT XIX ATTACHMEkT XIX 

U.S. GENERAL ACCOUNTING OFFICE 
OBJECTIVES, SCOPE, AND METHODOLOGY 

FOR PROFILING PRIVATE FOUNDATIONS 

As requested by the Chairman of the Subcommittee on 
Oversight, House Committee on Ways and Means, on March 11, 1983, 
our objectives were to determine 

--the financial well-being of private foundations, as 
indicated by the rate of growth in their financial 
resources over the years, their major sources of 
revenues, the extent of their business holdings, and 
rate of return on their investments and business oper- 
ations; and 

--the degree to which private foundations use their 
financial resources for charitable purposes, as 
evidenced by the type of expenses they incur and the 
relationship between their expenditures for charitable 
purposes and their total expenses, as well as their 
earnings. 

To develop information on the foundations' financial 
resources and charity-related expenditures, we analyzed an 
available IRS computer data base containing a sample of returns 
filed by private foundations for tax year 1979. This data base 
was the most recent and complete source of computerized data on 
private foundations available to us for analysis within the 
time frames for this hearing. 

The data base was developed by IRS' Statistics of Income 
Division based on a sample of private foundation returns 
processed by IRS during 1980. The sample was stratified based 
on size of total foundation assets and selected at rates that 
ranged from 7 percent of foundations with assets of less than 
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$25,000 to 100 percent of foundations with assets of $10 million 
or over. There were 9,438 returns in the sample drawn from an 
estimated population of 29,845 private foundations. While we 
did not review IRS' methodology in detail, we did look briefly 
at the procedures IRS followed to sample, process, I ..d analyze 
the data and found them to be generally sound. We also 
performed limited checks on the data to assess its reliability. 

It should be recognized, that any data analysis effort 
which is based on a sample is subject to a certain amount of 
sampling error. The size of this error generally depends on the 
size of the sample and how much the data varies for any given 
element. Our limited analysis shows that even though IRS' 
sample sizes are relatively large, the data varies consider- 
ably. Therefore, the figures presented should not be considered 
precise, but rather indicators of the foundations' financial 
positions. On the other hand, because the sample size increased 
as book value of assets increased , greater reliability can be 
placed on the data for the larger foundations. 

In analyzing the data base for presentation at these 
hearings, we prepared numerous schedules and charts which are 
reproduced in the preceding attachments. The following 
summarizes the purposes of those charts and where appropriate, 
the rationale used for selecting certain financial indicators to 
profile foundation activities, as opposed to other indicators. 

--Attachment II is a summary income statement that we 
complied to show the sources of foundation revenues, as 
well as the number of foundations whose revenues 
exceeded expenses and the primary source of those 
revenues. For ease of presentation, we consolidated 
the revenue data reported on foundation returns into 
four categories--donation, passive income, business 
income, and other income. The donation category 
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includes gross contributions gifts and grants received 
by the foundations, as well as dues and assessments. 
Passive income includes revenues from interest, 
dividends, rents, and royalties. Business income 
represents gross profits from business activities and 
other income includes net gain or loss from asset sales 
not included in business income and the category 
"other" income. The expense category was similarly 
consolidated. Attachment XIV contains the detailed 
line items from the foundation returns comprising the 
four general expense categories listed. 

--Attachment III is a summary chart that we compiled to 
show the type of assets held by foundations at year 
end. Book value rather than market value was used to 
compile the schedule because the return only requires 
foundations to report this information based on the 
method the foundation uses in keeping its books and 
records. As with revenues and expenses we consolidated 
similar assets reported on foundation returns for ease 
of presentation. Savings and interest bearing accounts 
and other cash accounts were consolidated as were net 
accounts receivable and net notes receivable. 

--Attachments VI and VII are summary charts that we 
compiled to measure the return foundations earned on 
their assets. The earnings measure we selected was 
adjusted net income. Generally speaking, adjusted net 
income, as defined by section 4942(f) of the Internal 
Revenue Code, is the amount by which a private 
foundation's revenue exceeds the expense of earning 
that revenue. We selected this measure because during 
1979, the Code required most foundations to make 
certain charitable distributions in an amount at least 
equal to their adjusted net income less certain 
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adjustments. On the asset side we used two measures 
for comparison. We used book value of assets because 
the value of depreciable assets and land held for 
charitable purposes could be identified on the return 
and eliminated from the computation. On the other ' 
hand, since the book value of assets may differ 
substantially from the market value of assets, we also 
computed the earnings return based on foundation total 
asset market values. To compute the return rate for 
each foundation, we divided their adjusted net income 
by their asset values at year end. 

--Attachments VIII through XIII are a series of charts 
that we compiled to show whether differences in the 
type of assets held by private foundations affected the 
rate of return earned. The earnings return 
computations were based on asset book value at year end 
rather than market value because the foundation return 
instructions specify that the asset data is to be 
reported based on the method the foundation uses in 
keeping its books and records. As in attachment VI, we 
also excluded those assets which were identified as 
being held for charitable purposes to minimize the 
affect those assets may have had on the earnings return 
computation. The value of those assets are reported in 
attachment III. In computing the rate of return, we 
followed the same procedures used in compiling 
attachment VI. However, in addition to the overall 
chart in attachment VIII, we prepared five additional 
charts-- attachments IX through XIII--to account for the 
various foundation sizes. 

--Attachment XIV is a detailed breakdown of foundation 
expenses that we compiled to show the type expenses 
incurred and extent to which these expenses were 
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reported as disbursements for exempt--charitable--pur- 
poses. Charitable disbursements are defined by IRS to 
include gifts, grants, and contributions made to public 
charities and all necessary and reasonable administrative 
exr'!ses paid by the foundation for religious, charit- 
able, scientific, literary, educational, or other public 
purposes. We selected charitable disbursements as a 
measure of the foundations' charitable activities because 
of the broad nature of the measure and the fact that it 
could be applied to foundations regardless of the method 
of their operation. Some foundations make grants to 
others to carry out charitable activities, some directly 
carry out charitable activities, and some do both. 
Therefore, only considering grants made by foundations 
would not account for much of their activities. Also, 
charitable purpose disbursements is the only measure 
reported on foundation returns that can be related to the 
various kinds of foundation expenses. However, as with 
any measure, it is not without some drawbacks. Some 
foundations might have been applying more of their 
expenses to charitable purposes than was reported as 
exempt purpose disbursements. To the extent that a foun- 
dation's charitable activities produce revenues, such as 
charging for services provided to the public or operating 
a museum which charges admission, the foundation is 
required by IRS to report the associated expenses--up to 
the level of revenue earned-- as an expense for computing 
adjusted net income. Foundations are instructed not to 
classify those expenses as disbursements for exempt 
purposes. Accordingly, the data base analyzed does not 
permit an analysis of this type of situation, nor does 
any other historical data maintained by IRS. 

--Attachment XV is a chart that we compiled to show the 
extent to which private foundations make charitable 

95 



ATTACHMENT XIX ATTACHMENT XIX 

purpose disbursements in relation to their total 
expenses. This attachment, which supplements the 
overall data reported in attachment XIV, ranks the 
foundations according to their disbursements for exempt 
purposes as a perter', ;ge of their total expenses. 

--Attachment XVI is similar to attachment XV in that it 
ranks foundations according to the degree to which they 
engage in charitable activities, however, it was 
compiled based on a different measure of charitable 
activity--distributions qualifying as charitable 
expenditures under the Internal Revenue Code's minimum 
payout provision. In general, such qualifying 
distributions as defined in Section 4942(g) of the 
Internal Revenue Code include the charitable purpose 
disbursements previously described, plus amounts paid 
for program related investments, amounts paid to .acquire 
assets used directly to carry out charitable purposes, 
and amounts set aside for specific charitable purpose 
projects. These latter amounts would generally not be 
fully recognized by the foundation as expenses during 
the year. As with exempt purpose disbursements, 
measuring foundation charitable activities by their 
qualifying distributions also has some drawbacks. 
Certain foundations may be reporting information on 
their returns which would indicate their qualifying 
distributions were quite small in relationship to their 
total expenses yet be using essentially all of their 
assets in furtherance of exempt purposes. Furthermore, 
as with the disbursements for exempt purposes, the data 
represents one year disbursement and distribution 
statistics, and may not be indicative of the multi-year 
spending patterns of the foundations. For tax year 
1979, the Internal Revenue Code required most 
foundations to make qualifying distributions in an 
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amount at least equal to their adjusted net income less 
certain taxes and adjustments. However, the Code also 
authorized foundations to apply any excess qualifying 
distributions from the 5 preceding years to their quali- 
fying distribution requirement. In aciultion, the Code 
authorized foundations to make the required qualifying 
distributions during the year following the year of the 
earnings. The data base we analyzed did not contain 
sufficient information to allow us to determine how 
these multi-year considerations affected private founda- 
tion expenditure patterns. Accordingly, our analysis 
was limited to the foundations' tax year disbursements 
for charitable purposes and qualifying distributions. 

--Attachments XVII and XVIII were compiled to show the 
extent to which foundations apply their earnings-- 
adjusted net income as previously described--to the 
conduct of charitable activities as measured by charit- 
able purpose disbursements--attachment XVII--and quali- 
fying distributions--attachment XVIII. These two 
measures of charitable activities are described in 
detail in previous sections. Both attachments rank the 
foundations by the amount of their charitable activity 
as a percentage of their adjusted net income. 

To assist the Subcommittee in reviewing the investment 
practices of private foundations and evaluating how foundations 
have operated under section 4943 of the Internal Revenue Code, 
we also analyzed microfiche records of the most recent 
foundation returns available as of December 1982--primarily tax 
year 1981 returns --for private foundations reporting assets of 
$1 million or more. 

I Generally, under section 4943, a foundation and all 
disqualified persons, such as the foundations' officers, 
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directors, substantial contributors, and certain of their rela- 
tives, may not own together more than a 20 percent interest in a 
business. This section also provides a series of transitional 
rules for foundations which held stock on May 26, 1969. These 
transitional rules prescribe time periods for foundations to 
divest their excess holdings based on the extent of their hold- 
ings in 1969. One such divestiture period ends on May 26, 
1984. 

In general, the excess business holdings provisions of 
section 4943 only apply if a foundation owns at least 2 percent 
of the voting stock and at least 2 percent of the value of all 
outstanding shares of all classes of stock, regardless of the 
ownership by disqualified persons. 

Of the 3,851 returns reviewed, 365, or 9 percent, reported 
owning 2 percent or more interest in a for-profit business. We 
used the 2 percent figure because of the de minimis rule on 
excess business holdings, as specified by section 4943 of the 
Code. Although IRS does not require foundations to report any 
further information on the nature or extent of these holdings, 
foundations are required to report the identity, market, and 
book values of all stock held. Attachment IV is a listing of 
these 365 foundations, their two largest stock holdings, and the 
extent to which these holdings account for the total fair market 
value of the foundation's assets. Attachment V is a summary 
chart of the line item information shown at attachment IV. 

In addition to the previously described work, we also 
reviewed available IRS historical data on foundation financial 
resources. However, it should be noted that it is difficult to 
interpret this information or to determine long-term trends in 
private foundation growth for two reasons. First, data relating 
to private foundations has not been consistently or continuously 
kept over the years. Second, changes in the tax exemption laws 
make comparisons imprecise. 

98 



ATTACHMENT XIX ATTACHMENT XIX 

Within these limitations, however, IRS' Statistics of 
Income Division published three studies on private foundations 
which covered selected years between 1962 and 1979. Attachment 
'1 contains selected data from these studies, as well as other 
data which we developed for 1980 and 1981 based on information 
available from IRS' master file. To place the year to year data 
on the same basis so comparisons could be made in real terms and 
not in terms of inflated dollars, we applied the Gross National 
Product Implicit Price Deflator to the current dollar data. We 
selected this deflator instead of others because it is a broader 
measure of financial activity and, thus, is not as prone to 
substantial year to year variations as some other deflators. 




